STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Land Division
Honolulu, Hawaii 96813

December 1, 2010

Board of Land and Natural Resources PSF No.: 10HD-191
State of Hawaii
Honolulu, Hawaii Hawaii

Set Aside to Hawaii Housing Finance and Development Corporation for Affordable
Family Rental Housing Purposes; Amendment of General Lease No. S-4319,
Kinoole, Lessee; Issuance of Immediate Management Right-of-Entry to Hawaii
Housing Finance and Development Corporation, Waiakea, South Hilo, Hawaii, Tax
Map Keys: (3) 2-4-25:01 & 02.

APPLICANT:
Hawaii Housing Finance and Development Corporation (HHFDC)

LEGAL REFERENCE:

Section 171-11 and -13, Hawaii Revised Statutes (HRS), as amended.
LOCATION:

Portion of Government lands situated at Waiakea, South Hilo, Hawaii, Tax Map Keys:
(3) 2-4-25:01 & 02, as shown on the attached map labeled Exhibit 1.

AREA:

1.038 acres, more or less.

ZONING:

State Land Use District: Urban

County of Hawaii CZO: CG 7.5 (General Commercial)
TRUST LAND STATUS:

Section 5(b) lands of the Hawaii Admission Act

D-1
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DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO

CURRENT USE STATUS:

Affordable housing in 45-unit apartment complex known as E Komo Mai.
LEASE CHARACTER OF USE:

Low and moderate income housing development purposes.
PURPOSE OF SET-ASIDE:

Affordable family rental housing purposes.

CHAPTER 343 - ENVIRONMENTAL ASSESSMENT:

See Exemption Notification attached as Exhibit 2.

APPLICANT REQUIREMENTS:

Applicant shall comply with, or ensure that its lessee complies with, any consolidation/
subdivision requirements applicable to the land under the County of Hawaii subdivision
code.

REMARKS:

At its meeting of September 25, 1970, Item F-4, as amended at its meetings of November
20, 1970, Item F-55, and January 8, 1971, Item F-9, the Board of Land and Natural
Resources approved the issuance of a lease to Kinoole, a non-profit and eleemosynary
corporation, by direct negotiation for affordable housing purposes pursuant to Hawaii
Revised Statutes, Section 171-84. General Lease No. S-4319 was thereafter issued to
Kinoole as of February 1, 1971 for a term of 75 years at a fixed annual rent of $1.00 per
year. The files indicate that construction of the 45-unit affordable housing complex on
the property was completed on or about October 7, 1971.

The lease initially covered a 1.025-acre parcel designated as TMK: (3) 2-4-25:01 (Parcel
1). Adjacent to Parcel 1 is a much smaller 563 square-foot parcel designated as TMK:
(3) 2-4-25:02 (Parcel 2). Parcel 2 had previously been leased to Hilo Electric Light Co.,
Ltd. (Hilo Electric) under General Lease No. S-3338 for transformer station site
purposes. Hilo Electric abandoned the substation on that site some time prior to 2004.

At its meeting of March 12, 2004, Item D-8, the Board approved the amendment of
General Lease No. S-4319 to include Parcel 2 as part of the lease premises, making the
total lease area approximately 1.038 acres. The Board required Kinoole to comply with
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the County of Hawaii's requirements for consolidation of the parcels. To date, the
consolidation has not been completed. Staff is including an Applicant Requirement
above that applicant Hawaii Housing Finance and Development Corporation (HHFDC),
or its lessee, be responsible for any consolidation of the two parcels if required by the
County Planning Department.

Also at its meeting of March 12, 2004, Item D-8, the Board approved the issuance of an
easement to the County of Hawaii for the installation and maintenance of traffic signal
controller equipment on Parcel 1 next to Kinoole Street. Land Office Deed No. S-28,734
was thereafter issued to the County on July 20, 2004. The set-aside of the lands to
HHFDC will be subject to this easement.

By letter dated March 24, 2010, Kinoole requested the early termination of General Lease
No. S-4319 and the issuance of a new lease with a 65-year term to a partnership known as
UHC 00525 Hilo, L.P., a Hawaii limited partnership (Partnership), pursuant to HRS
Section 171-84. The letter explained that the buildings on the property were in need of
repair and renovation due to their age, and that the Partnership was formed to obtain
financing from the HHFDC, a public body and body corporate of the State of Hawaii.
The financing will be used to renovate the apartment complex on the property to provide
safe, decent and affordable rental housing for low-income families in the County of
Hawaii.

The Partnership's participation in the project will provide it with the benefit of tax credits
under the low income housing tax credit (LIHTC) program. HHFDC has already
approved an award of up to $689,554 of annual Federal LIHTC and up to $344,777 of
annual State volume cap LIHTC for the project. HHFDC also approved a Rental
Housing Trust Fund Project Award loan of $850,000 for the project. See Exhibit 3
attached.

The general partner of the Partnership is UHC 00525 Hilo Holdings LLC (Hilo
Holdings). Neither the Partnership nor Hilo Holdings is a non-profit organization.
Kinoole is the Partnership's managing partner. In a similar financing transaction
involving different parties with respect to an affordable housing development on State
land in Oahu, Oahu staff consulted with the Department of the Attorney General and
learned that the involvement of a "for-profit" entity in the proposed new lease
arrangement was not permissible under Hawaii Revised Statutes, Chapter 171.

In its March 24, 2010 letter, Kinoole cited HRS Section 171-84 as the basis of the
Board's authority to issue a new lease to the Partnership. That section provides as
follows:

Leases to certain developers of housing for low and moderate income
families. Sections 171-73 to 171-76, or any other law to the contrary
notwithstanding, residential public lands may be leased on a first priority
basis, without a drawing or public auction, by the board of land and
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natural resources to a developer or mortgagor who qualifies under the
federal housing programs for low and moderate income families under the
National Housing Act or state housing program for low and moderate
income families as approved by the board of land and natural resources, or
to a nonprofit or limited distribution corporation or association as defined
in section 221(d)(3) of the National Housing Act which conforms to the
standards of section 221(d)(3) but which is not a mortgagor under section
221(d)(3), all of which are regulated or supervised under federal or state
laws or by political subdivisions of the State, or agencies thereof, as to
rents, charges, sales prices, capital structure, rate of return, and methods of
operation from the time of issuance of the building permit for the project.
The lease under this section shall include terms to meet Federal Housing
Administration requirements, if any, and the annual rental of the premises
shall not exceed $1 a year to the lessee. The subleasing of individual lots
will be allowed with lessee retaining first right of purchase for resale to a
qualified low and moderate income family in conformance with the board
of land and natural resources requirements. [L 1967, ¢ 278, §23; HRS
§171-84; am L 1970, ¢ 109, §1]

As is evident from the statute, the oversight of an affordable housing lease requires a
level of regulatory expertise that the Department of Land and Natural Resources does not
have. For the foregoing reasons, staff contacted HHFDC to inquire whether HHFDC
would be willing to take over the lease through a set-aside of the land. At its meeting of
September 9, 2010 the Board of Directors of HHFDC approved a "For Action" item to
request the set-aside of the subject land and improvements to HHFDC. A copy of the
HHFDC "For Action" is attached as Exhibit 3.

Additionally, an amendment of the current General Lease No. S-4319 is necessary to
substitute HHFDC as the lessor under the lease. Once the land and lease are under
HHFDC's control and management, it will have authority to amend General Lease No. S-
4319, or cancel it and issue a new 65-year lease to the Partnership in accordance with
applicable housing laws. The new lease will facilitate the financing and renovation of the
apartment complex.

Staff believes the requested set-aside constitutes the highest and best use of the property
based on the use of the land for affordable housing for about the last 40 years.

Kinoole and the Partnership advise staff that time is of the essence in this transaction
because HHFDC financing needs to be secured before the end of 2010. It is unclear
whether that deadline can be met. Staff is therefore recommending the issuance of an
immediate management right-of-entry permit to HHFDC authorizing it to manage the
land and the lease pending the finalization and execution of the set-aside and lease
amendment instruments.

Staff has solicited comments on the subject request from the agencies identified below
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with the following results.

December 1, 2010

Agency

Response

Office of Hawaiian Affairs

No response

County of Hawaii Planning Department

No response

County of Hawaii Department of Public
Works

No response

There are no other pertinent issues and concerns. Staff does not have any objections to

the request.

RECOMMENDATION:

That the Board, subject to Applicant fulfilling the Applicant Requirements above:

1. Approve of and recommend to the Governor the issuance of an executive order
setting aside the subject lands to Hawaii Housing Finance and Development
Corporation under the terms and conditions cited above, which are by this
reference incorporated herein and subject further to the following:

A. The standard terms and conditions of the most current executive order

form, as may be amended from time to time;

B. Disapproval by the Legislature by two-thirds vote of either the House of
Representatives or the Senate or by a majority vote by both in any regular
or special session next following the date of the setting aside;

C. Review and approval by the Department of the Attorney General; and

D. Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interests of the State.

2. Approve the amendment of General Lease No. S-4319 to Kinoole under the terms
and conditions cited above, which are by this reference incorporated herein, to
substitute the Hawaii Housing Finance and Development Corporation as the
Lessor under the lease, and clarify that all references in the lease to "Board" shall
mean HHFDC, subject further to the following:

A. The standard terms and conditions of the most current amendment of lease
document form, as may be amended from time to time;

B. The effective date of the amendment shall be the date of the Board of
Land and Natural Resources' approval of the subject request;
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C. Review and approval by the Department of the Attorney General; and

D. Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interests of the State.

3. Authorize the issuance of an immediate management right-of-entry permit to the
Hawaii Housing Finance and Development Corporation covering the subject land
and lease under the terms and conditions cited above, which are by this reference
incorporated herein and further subject to the following:

A. The standard terms and conditions of the most current right-of-entry
permit form, as may be amended from time to time;

B. The right-of-entry permit shall remain in force until the set-aside and lease
amendment under recommendations 1 and 2 above are complete; and

C. Such other terms and conditions as may be prescribed by the Chairperson
to best serve the interests of the State.

Respectfully Submitted,

Qi bonel 2 tprtee

Kevin E. Moore
District Land Agent

APPROVED FOR SUBMITTAL.:

-

Laura H. Thielef, Chairperson
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LAURA H. THIELEN
CHAIRPERSON

LINDA LINGLE
GOVERNOR OF HAWAI

HOARD OF LAND AND NATURAL RESOURCIES
COMMISSION ON WATER RESOURCE MANAGEMENT

DEPARTMENT OF LAND AND NATURAL RESOURCES

POST OFFICE BOX 621
HONOLULU, HAWAII 96809

EXEMPTION NOTIFICATION
From the preparation of an environmental assessment under the authority of Chapter 343, HRS
and Chapter 11-200, HAR

Project Title: Set Aside to Hawaii Housing Finance and Development
Corporation for Affordable Family Rental Housing Purposes;
Amendment of General Lease No. S-4319, Kinoole, Lessee;
Issuance of Immediate Management Right-of-Entry to Hawaii
Housing Finance and Development Corporation

Project Number: PSF No. 10HD-191
Project Location: Waiakea, South Hilo, Hawaii, Tax Map Keys: (3) 2-4-25:01 & 02
Project Description: Set aside of improved State land to the Hawaii Housing Finance

and Development Corporation for Affordable Family Rental
Housing Purposes; Amendment of General Lease No. S-4319,
Kinoole, Lessee; Issuance of Immediate Management Right-of-
Entry to Hawaii Housing Finance and Development Corporation.

Consulted Parties: County of Hawaii Planning Department; and others

Exemption Class No.: In accordance with the "Division of Land Management's
Environmental Impact Statement Exemption List", approved by
the Environmental Council and dated April 28, 1986, the subject
request is exempt from the preparation of an environmental
assessment under the following:

Exemption Class No. 1, which states, “Operations, repairs or
maintenance of existing structures, facilities, equipment or
topographical features, involving negligible or no expansion or
change of use beyond that previously existing.”

EXHIBIT 2



Set Aside to HHFDC
TMK (3) 2-4-25:01 & 02

Recommendation:

Page 2

This action before the Board is merely a transfer of management
jurisdiction and does not constitute an "action" that triggers the
need for an environmental assessment.

The subject land and its improvements have been used for
affordable housing since 1971. The purpose of the set-aside is to
allow the Hawaii Housing Finance Development Corporation
(HHFDC) to take control of the property and General Lease No. S-
4319 in order to finance necessary renovations to the
improvements. The amendment of General Lease S-4319 will
substitute HHFDC as the lessor under the lease in place of the
Board of Land and Natural Resources. Thereafter, HHFDC will be
in a position to issue a new lease or amended in accordance with
affordable housing laws that will allow for the financing of the
renovations. Accordingly, HHFDC's use of the subject land is
exempt from the provisions of Chapter 343, HRS, relating to
environmental assessments, because the action involves negligible
or no expansion or change of use beyond that previously existing.

The set-aside to HHFDC will probably have minimal or no
significant effect on the environment. It is recommended that the
Board of Land and Natural Resources find that the proposed action
is exempt from the preparation of an environmental assessment.
Inasmuch as the Chapter 343 environmental requirements apply to
any future use HHFDC may make of the land that is consistent
with the purpose of the set-aside, HHFDC shall be responsible for
compliance with Chapter 343, HRS, as amended.

Laura H. Thielen, Chairperson

Date



REQUEST

Revicwed and Approved by the Executive Director é
September 9, 2010

FOR ACTION

Approve Set Aside of the Project Site to Hawaii Housing Finance and Development
Corporation and Issuance of Ground Lease for the Existing E Komo Mai Apartments
Project Located in Hilo, Hawaii, TMK Nos.: (3) 2-4-025: 001 and 002.

FACTS
Project: Affordable Family Rental Housing Project
Property Address: 816 Kinoole Street
Hilo, Hawaii 96720
HHFDC Involvement: Lessor/Lender
Type: Affordable Multi-Family Rental Housing
Land Tenure: Leasehold
Fee Owner: State of Hawaii, Department of Land and
Natural Resources (DLNR)
Set-aside from DLNR
Units and Affordability
Restrictions: 3 Onpe-Bedroom Units @ 30% AMI
21 One-Bedroom Units @ 50% AMI
11 One-Bedroom Units @ 60% AMI
9 Two-Bedroom Units @ 50% AMI
1 Two-Bedroom Resident Manager’s unit
45 Total Units
Length of Affordability: Duration of ground lease
TMK: (3) 2-4-025: 001 and 002.
Acreage: 1.037 Acres
Owner: Kinoole, a Hawaii nonprofit corporation
Contact Person: Delene Osorio: phone (808) 969-3327

688 Kinoole Street, #212
Hilo, Hawaii 96720-3869

A The E Komo Mai Apartments (Project) is an existing affordable 45-unit rental
project that was completed in 1971. The Project consists of two residential
buildings and one management office/activity building. The residential buildings
are 3-stories with no elevators and have a total of 35 one-bedroom units and 10
two-bedroom units. The resident manager unit is a two-bedroom unit. Buildings
are of concrete/masonry construction. Project amenities include a picnic area and
laundry room. The Project is on approximately 1.037 acres of land owned by the
State of Hawaii in Hilo, Hawaii, TMK nos. (3) 2-4-025:001 and 002 (Exhibit A).

B. The Project is almost 40 years old and is in need of substantial repair and
renovation. A partnership known as UHC 00525 Hilo, L.P. (Partnership), a real
estate holding company, was established specifically to raise the funds and
undertake the repair, renovation and operation of the Project. Kinoole, a non-

profit and eleemosynary corporation, is the Managing Partner and current
Owner/lessee (Owner).

C. On September 10, 2009, the Hawaii Housing Finance and Development
Corporation (HHFDC) Board of Directors approved an award of up to $689,554
of annual Federal Low-Income Housing Tax Credits (LIHTC) and up to $344,777
of annual State volume cap LIHTC for the Project.

For Action — September 9, 2010 Page 1 of 4

EXHIBIT 3



interim expend requirement has been satisfied. In the request for the set-aside, the
HHFDC plans to also request termination of the existing lease simultaneously
with the issuance of the new ground lease to the Partnership.

The estimated schedule for the Project is as follows:

HHFDC Request for Set-aside October 2010

HHFDC Receives Set-aside April 2011
Completion of EA (if required) April 2011
Issuance of Ground Lease April 2011
Start of Rehab Work May 2011
Completion April 2012

IV. RECOMMENDATION

That the HHFDC Board of Directors approve the following for the E Komo Mai
Apartments Project, consisting of the rehabilitation and operation of an existing
affordable rental housing at 816 Kinoole Street, Hilo, Hawaii, TMK (3) 2-4-025: 001 and
002, substantially as discussed in this For Action:

A. Approve the set-aside of the Property to HHFDC;
B.  Approve the issuance of a 65-year ground lease at $1.00/year to the UHC 00525
Hilo, L.P., and/or other entity approved by the HBFDC Executive Director; and
C. Authorize the Executive Director 1o take all actions necessary to effectuate the
purposes of this For Action;
Subject 1o the following:
D. Completion of a new Environmental Assessment if so determined by OEQC;
E. Approval and execution of necessary documents by the Executive Director;
F. Compliance with all rules and regulations and such other terms and conditions as
may be required by the Executive Director.
Attachments: Exhibit A — Location Map
Exhibit B — Kinoole Request to BLNR dated March 24, 2010
Exhibit C - DLNR Response to Kinoole dated July 19, 2010
Prepared by: Ken Takahashi, Project Manager &31
Stan 8. Fujimoto, Project Manager i
Reviewed by: Richard Prahler, Development Branch Chief _ 3%

For Action — September 9, 2010

Approved by The Board of ctors at its meatin
o 57 o 9

DEVELOPMENT BRANCH

Pleass take necepsary action.
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Department of Land and Natural Resources
Attention: Laura H. Thielen, Chairperson
Kalanimoku Building

1151 Punchbow] Street

Honolulu, Hawaii 96813

RE: Requestto Terminate General Loase No. 84319 and
to Issue a New General Lease for
2-4- i)

Members of the Board of Land and Natural Resources;

Kinoole ("Owner”), a Hawail nonprofit corporation, is requesting the Board of Land and
Natural Resources (“Board”)to issue a new General Lease oovering the land described below
and having a term of at least 65 years, and to ferminate General Lease S-4319 upon issuance of
the new lease, in fixtherance of the.public and charitable purpose of providing safe, decent and
affordable rental housing opportunities for persons and families of low income in the County of
Hawaii.

Centact Information
Contact information regarding this letter is as follows:

Lessee ee’s Attorne ‘
Name Kinoole . Talmshi Wong Lee & Yee— ALC
Addregs: 688 Kinoole Street, #212 -841 Bishop Street, Suite 1540
Cily, State Zip Hilo, Hawaii 96720-3869 Honolulu, Hawaii 96813
Tel. No. (808)969-3327 (808) 543-9800— Ext. 3
FAX No, (808)969-7608 (308) 791-0063
Contact Person: . Delene Osorio Dickson C.H. Lea
E-Mail! bihf@lbigi ousing.com lee@twly.org
24 by Hoto oftrt . iy
G
B
i

EXHIBIT B



Board of Land and Natural Resources

Department of Land and Natural Resources

Aftention: Laura H. Thielen, Chairperson

RE: Request to Terminate General Lease No. 54319 and
lssue a New General Leass

March 24, 2010

Page2

Land

The fand which is the subject of this letter is situate at the west comer of Hualalai and
. Kinoole Streets, Wainkes, South Hilo, Istand of Howaii, Hawoli which is identified s follows:

Address: 816 Kinoole Street

City, State Zi Hilo, Hawaii 96720
Tax Mop KeyNo.: 1 {3) 2-4-025-001

The land also includes a 16 x 35 feet, more or less, adjoining remnant parcel of land (*Remnant
Parcel™) which was identified as (3) 2-4-025-002 and which Hawaii Electric Light Company
abandoned as & substation and subsoquently conveyed to the State of Hawaii on or about
December 1, 2003, The land originally cavered by the Leaso and the Remnant Parcel are
collcotively referred to as the “Land”,

Executive Summary

The Board, as lessor, leased the Land to Owaner, as lesseg, for a tenm of 75 years from
February 1, 1971 to Sanuary 31, 2046 solely for low and moderate income family housing
development pursuant o General Lease No. S-4319. Thereafter, Ownsr developed thereon a.45-
dwalling unit low income multifamily sental housing project knowa as E Komo Maf (“Prafect”).

Where it is almost 40 years old, the Project is in need of substential repair and renovation.
In order to raige fnds needed to repair and renovate the Project, 8 partnership known as UHC
00525 Hilo, L.P. (“Partnership™), of w ich Owner will be a managing pariner, wes organized to
apply for and obtain finsncing from the Hawsii Housing Finance and Development Corporation
(“HHFDC"), a public body and body corparate and politic of the State of Hawaii.

Such financing will include a mortgage loan from the Rentel Housing Trust Pund
program ("RETE"} made pursusot to HRS Sec. 201H-201 et seq. and equity fanding provided
by the federal and Hawaii low income housing tax credit program (“LYIBTC") which is
described in Intenal Revenue Code Scc, 42 and which is rdministered by HHFDC pursuant to
HRS Sec. 201H-15 and Sec. 235-110.8.

Where General Lease No. $-4319 hes a remaining tenn of less than 36 years, HHFDC's

financing is predicated on, among other conditions, BLNR terminating Geoneral Lease No. S-
4319 and issuing to the Partnership & new General Lease having a term of at least 65 years, 8

EXHIBIT B



Board of Land and Natural Resources

Department of Land and Natural Resources

Attention: Laura H, Thielen, Chaitperson

RE: Request to Terminate General Lease No. $-4319 and
Issus & New General Lease

March 24, 2010

Page3

nominal ground rent of $1.00 per year for the full term thereof and such ather terms that HHFDC
shell require.

Taking the foregning actions is in the public interest of preserving the inventory of
affordable housing and providing safe, decent and sanitary housing opportunities for the poor
and represonts 8 coordinated, concerted sffort by the State of Hawaii, by BLNR and HHFDC, to
preservs the inventory affordable rentel housing and to provida safe, decent and sanitary housing
for persons and families of low income in the Stats of Hawnii

a ound

). Titleto and Use of the Land. The State is the fes simple owner of the Land. ‘The use of
the Jand is designated for low and moderate income housing.

2. Lease. In furtherancs of the public purpose of providing affordable rental housing
opportunitics for persons and families of Yow income, the Board, as lessor, Jeased the
Land to Owner, as lesses, pursuant to General Lease S-4319 for at torm of 75 years from
February 1, 1971 to January 31, 2046. By instrument dated March 12, 2004, BLNR
amended the Lease to includo the Remnant Parcel. A copy of the Leass, as amended, is
attached as Exhibit “A™,

Owner doveloped the Project on the Land and has been and continues to own and operate
the Project in furtherance of its chariteble purpose of providing affordable xental housing
opportunities for persons and families of low income.

3, Rent Restriction. Qwner developed the Project with financing and other assistance nnder
Section 236 of the National Housing Act (“Section 236”) from the U.S. Department of
-Housing and Urban Daveolopment (*“*HUD"),

Tenant rents and methods of operation ars regulated, Low income persons and families,
who are eligible for admission to the Project, pay only 30% of their income for rent.

enovations Are Needed, Where it is almost 40 yesrs old, the

4, Substantinl Repairs and Renovati
Project is in need of substential repairs and renovations.
s. ad vationg. The funding for the repairs and

renovation will be provided by the following HHFDC programs which are funded by the
public and by private investment in affordable housing:

EXHIBIT B



Board of Land and Natural Resources

Department of Land and Natural Resources

Attention: Laura H, Thiclen, Chairperson

RE: Request to Terminate General Leage No. S-4319 and
Issue a New General Leass

March 24, 2010

Page 4

(L)

®)

The RHTF program is a mortgage loan program which is administered by
HHFDC and funded by the Hawaii conveyance tax.

HHFDC will moke the Partnerchip o RHTF mortgege loan. A copy of HHFDC's
commitment letfer is attached es Exhibit “B” The commitment provides that the
terms of the HHFDC mortgage loan will include, among other provisions, the
following:

(1)  The term of the mortgage loan will be 57 years.

(2)  The Project will be subject to an extended use term of 61 years which
restrict rental to persons and families of the following incorne lavels:

No. of Units | Income (Area Median Income (“AMI")

11 Not exceeding 603 of the AMI

30 Not exceeding 50% of the AMI
3 Not exceeding 30% of the Area Median Income
1 Restdont manager's unit

45 Total Number of Units in the Project

The faregoing uss restrictions will be evidenced by a recorded Declaration of
Land Use Restrictive Covenants in favor of HHFDC, which will regulate the rents
that onn be charged and manner of operation of the Project.

HHFDC will allocate federal and Hawaii LIHTC3 to the Partnership, Undes the
federal and Haweil LIHTC programs, investors provide equity funding for federal
and Hawail tax credits, A copy of HHFDC's allocation of federal and Hawaii
LIHTCs to the Project is attached as Exhibit “*C".

6. Financing Structure. The forgoing HHFDC housing finauce and development programs
contemplate the following:

®

BLNR will issue a new General Lease to the Partnership for a term of ot least 65
years at 2 ground lease rent of $1.00 per year for the full term thereof and
terminate General Lease No. 4319 upon the issuance of the new lease.

EXHIBIT B



Board of Land and Natural Resources

Department of Land and Natusal Resources

Attention: Laura H, Thieled, Chairperson

RE: Request to Terminate General Leaso No. 8-4319 and
Isaue a New General Lease

March 24, 2010

Page 5

()  Other partnem will make capital contributions to the Partnership to pay for the
repairs and renovations of the Project.

Authegity

BLNR is authorized 1o take the requested actions without a drawing or public auction
pursunnt to RS Sce. 171-84 provides, in relevant part, as follows:

“Sections 171-73 to 171-76, or any other law to the contrary notwithstanding,
residential public Jands may be lessed on a first priority basis, without a drawing
or publio auction, by the board of land and natural resources to a developer o
mortgagor who qualiffes under the federal housing programs for low and
moderate incame families under the National Housing Act or state housing
program for low sud moderate incomne families us approved by the board of land
aud natural resourees, or to a nenprofit or limited distribution corporstion or
association as defined in section 221(d)(3) of the National Honsing Act which
conforms to the staadards of section 221 (d)(3) but which is not a mortgagor under
section 221(d)(3), all of which are regulated or supervised under federal or state
Jaws or by political subdivisions of the State, or agencies thereaf, as to rents,
charges, aales prices, capital structure, rate of retorn, and methods of operation
from the time of issuance of the building permit for the project. The lease under
this scction shall include terms to meet Federal Housing Administeation
requirements, if any, and the snnual rentad of the premises shall not exceed $1 a
year to the lessee.”

Public Interest
In 1970, the Hawaii Legistature made the following finding to then HRS Sec. 359G-1:

“Tho legislature of the Statc of Hawaii has determined that there exists in the State
a oritical shortage of housing units for lower income residents.”

In 2005, then legislator Michael Kahikina remarked in support of the passage of

opnibus legislation to provide incentives fo the private sector to invest money in
affordable housing projects as a way of eddressing the need for affordable housing:
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“The affordable housing crisis In Hawaii must be addressed.... Our low
incoms ... families are caught in the spiral of rising home prices that shuts
them out of the housing market. ...Working families who must.rent homes
or apartments face a depleted market becanse no effordable rental housing
has been built in the last ten years, Instcad, they are confronted with few
options, such as pay more for sheiter than they can afford, live in crowded
aubstandard conditions often with family or friends.... And the working poor
and homeless have even fewer cholces for shelter as public housing and
subsidized shelters have long weiting lists and federal rent subsidies are

" drying up.

Many housing finance and development programs cither been terminated or funding for
sich programs have been substantially reduced s a result of governmental fiscal restraints.

The provision of financing by HHPDC and the termination of General Lease No. 5-4319
and issuance of a new General Lease by BLNR, as contemplated by HHFDC's conditions for
financing, vepresent a coordinated, concerted effort by the State of Hawaii to preserve the
inventory affordable rental housing and to provide safe, decent end sanitary housing for persons
and families of low incame in the State of Hawai.

The Board is respectfully requested to include the forgoing actions at its earliest
meeting agenda.

Very truly yours,

KINOOLE, a Hawaii nonprofit corporation

By: %ﬂ‘/

o Takeya
fts;  President

Enclosures: Bxhibit “A” Lease
Exhibit “B® HHFDC Commitment Letier t0 Provide RHTF Mortgage Loan
Exhibit“C® HHFDC Allocation Letter Re LIHTC
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Kinoole @ % E‘
688 Kinoole Street, #212

Hilo, HI 96720-3869
Atin: Delene Osorio

Dear Lessee:

Subject: General Lease No. S-4319 to Kinooje, Lessee, Waiakea, South Hilo,
Hawaii, Tax Map Key: 3rd/ 2-4-025:001

Your letter of March 24, 2010 has been forwarded to our office. We apologize for the
delay in responding.

We have been in communication with the Hawaii Housing Finence and Development
Corporation (HHFDC) regarding the possible transfer of the above-referenced land to HHFDC,
Such & transfer would consolidate oversight of the financing and leasing aspects of your program
within a single agency. As an initial step in this process, HHFDC's Board of Directors will need
to make & formal request for the set-aside of the land to HHFDC, Once we receive this request,

we will prepare a recommendation to the Board of Land and Natural Resources to approve the
set-aside.

In the meantime, if you have any questions, please contact me at 974-6203. Thank you.

Sincerely,

evin E, Moor:
Hawaii District Land Agent

c: Land Board Member
Central Files
Ken Takahashi, ITHFDC

EXHIBIT C



